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Municipal Manager's Certificate 

I am responsible for the preparation of these annual financial statements in terms of Section 126(1) of the Municipal Finance 
Management Act (Act No 56 of 2003), and which I have signed on behalf of the municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in notel4 of these annual financial statements are 
within the upper limits of the framework envisaged in section 219 of the Constitution, read with the Remuneration of Public Office 
Bearers Act, 1998 (Act No. 20 of 1998) and the Minister of Provincial and Local Government's determination in accordance with 
this Act. 


Accounting Officer 
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Annual Financial Statements for the year ended 30 June 2012 

Statement of Financial Position 


Figures in Rand 

Note(s) 

2012 

2011 

Assets 




Non-Current Assets 




Property, plant and equipment 

2 

52 710 661 

41 591 285 

Intangible assets 

3 

180 351 

270 838 



52 891 012 

41 862 123 

Current Assets 




Consumer debtors 

4 

300 113 

145 557 

Other debtors 

5 

229 827 

880 976 

Vat receivable 

6 

2 466 664 

2 739 561 

Cash and cash equivalents 

7 

19 758 974 

18 343 155 



22 755 578 

22 109 249 

Total Assets 


75 646 590 

63 971 372 

Equity and Liabilities 




Equity 




Retained income 


67 727 279 

47 452 804 

Liabilities 




Non-Current Liabilities 




Retirement benefit obligation 

8 

219 000 

409 000 

Finance lease obligation 

9 

32 479 

123 128 



251 479 

532 128 

Current Liabilities 




Retirement benefit obligation 

8 

- 

27 000 

Finance lease obligation 

9 

96 191 

109 210 

Trade and other payables 

10 

3 079 225 

2 754 748 

Unspent conditional grants and receipts 

11 

4 492 416 

13 095 482 



7 667 832 

15 986 440 

Total Liabilities 


7 919 311 

16 518 568 

Total Equity and Liabilities 


75 646 590 

63 971 372 
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Statement of Financial Performance 


Figures in Rand 

Note(s) 

2012 

2011 

Revenue 




Government grants and subsidies 

11 

42 755 149 

33 456 381 

Property rates 

12 

672 420 

438 316 

Rental of facilities and equipment 


25 616 

11411 

Fines 


- 

350 

Other income 

13 

307 595 

280 234 

Interest 


1 069 947 

858 259 



44 830 727 

35 044 951 

Other income 




Gain on fair valuing of assets 


- 

761 836 

Gain in useful lives of assets 


- 

257 203 

Fair value of newly recognised fixed assets 


33 322 

- 

Net actuarial gain on long service leave awards 


340 000 

- 



373 322 

1 019 039 

Expenses (Refer to page 4) 


(24 922 338) 

(25 778 406) 

Profit for the year 


20 281 711 

10 285 584 

Other comprehensive income 


- 

- 


Total comprehensive income for the year 


20 281 711 10 285 584 









Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 


Statement of Financial Performance 


Figures in Rand 

Note(s) 

2012 

2011 

Operating expenses 




Advertising 


135 704 

64 569 

Bank charges 


39 601 

40 798 

Bursary 


26 836 

31 974 

Cleaning 


157 150 

196 315 

Councillors' remuneration 

14 

2 444 647 

2 135 300 

Debt impairment 


23 402 

(229 045) 

Depreciation, amortisation and impairments 


3 453 654 

2 309 659 

Electricity and water 


227 510 

122 216 

Employee costs 

15 

8 055 400 

6 982 450 

FMG Grant and audit fees 


1 179 077 

1 425 333 

Grant expenditure 


3 514 927 

7 837 602 

Grant in Aid 


362 661 

271 540 

Indigent support 


206 548 

308 529 

Insurance 


165 510 

163 353 

Interest charge - long term award 


44 000 

- 

Interest paid 


31 889 

54 973 

Lease rentals on operating lease 


35 061 

39 383 

Legal expenses 


28 059 

26 453 

Loss on sale of property, plant and equipment 


- 

17 974 

Other expenses 

17 

1 899 531 

1 502 411 

Postage 


2 130 

749 

Printing and stationery 


88 904 

75 548 

Protective and safety clothing 


3 000 

- 

Refreshments and year end function 


89 061 

71 962 

Rent 


2 910 

- 

Repairs and maintenance 


288 023 

273 610 

Security 


234 328 

235 139 

Seminars and workshops 


270 955 

278 036 

Service charges - long term award 


79 000 

- 

Special programmes 


294 631 

300 031 

Subscriptions 


28 397 

168 393 

Sundry expenses 

18 

190 405 

54 593 

Telephone and fax 


421 288 

389 916 

Training 


98 537 

16 202 

Transport costs 


473 742 

345 754 

Waste management 


325 860 

266 686 



24 922 338 

25 778 406 
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Annual Financial Statements for the year ended 30 June 2012 


Statement of Changes in Equity 


Figures in Rand 

Retained 

income 

Total equity 

Balance at 01 July 2010 

37 167 220 

37 167 220 

Changes in equity 

Total comprehensive income for the year 

10 285 584 

10 285 584 

Total changes 

10 285 584 

10 285 584 

Opening balance as previously reported 

38 433 526 

38 433 526 

Adjustments 

Prior year adjustments 

9 012 042 

9 012 042 

Balance at 01 July 2011 as restated 

47 445 568 

47 445 568 

Changes in equity 

Total comprehensive income for the year 

20 281 711 

20 281 711 

Total changes 

20 281 711 

20 281 711 

Balance at 30 June 2012 

67 727 279 

67 727 279 


Note(s) 
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Annual Financial Statements for the year ended 30 June 2012 


Statement Of Cash Flows 


Figures in Rand 

Note(s) 

2012 

2011 

Cash flows from operating activities 

Cash receipts from customers 


45 209 826 

34 354 222 

Cash paid to suppliers and employees 


(30 245 859) 

(16 867 129) 

Cash generated from operations 

19 

14 963 967 

17 487 093 

Interest income 


1 069 947 

858 259 

Interest paid 


(31 887) 

(54 973) 

Net cash from operating activities 


16 002 027 

18 290 379 

Cash fiows from investing activities 

Purchase of property, plant and equipment 

2 

(14 482 540) 

(7 084 622) 

Purchase of intangible assets 

3 

- 

(75 000) 

Net cash from investing activities 


(14 482 540) 

(7 159 622) 

Cash fiows from financing activities 

Finance lease payments 


(103 668) 

(146 423) 

Totai cash movement for the year 


1 415 819 

10 984 334 

Cash at the beginning of the year 


18 343 155 

7 358 821 


Total cash at end of the year 
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19 758 974 18 343 155 













Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1. Presentation of Annual Financial Statements 

These annual financial statements have been prepared in accordance with Generally Recognised Accounting Practice (GRAP), 
issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance Management Act, (Act 
No 56 of 2003). The standards and pronouncements that form the GRAP Reporting Framework for the 2012 financial period is 
set out in Directive 5 and its supplements Issued by the Accounting Standards Board (ASB) on 11 March 2009 and on 20 
January 2012. 

The Accounting Framework of the municipality is as follows (Listed below are only the relevant GRAP standards): 

• GRAP 1 Presentation of Financial Statements 

• GRAP 2 Cash Flow Statements 

• GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors 

• GRAP 9 Revenue from Exchange Transactions 

• GRAP 13 Leases 

• GRAP 14 Events after the Reporting Date 

• GRAP 17 Property, Plant and Equipment 

• GRAP 19 Provisions, Contingent Liabilities and Contingent Assets 

• GRAP 100 Non-Current Assets Held for Sale and Discontinued Operations 

• GRAP 102 Intangible Assets 

• IPSAS 20 Related Party Disclosure 

• IFRS 7 Financial Instruments: Disclosures 

• lAS 19 Employee Benefits 

• lAS 32 Financial Instruments: Presentation 

• lAS 39 Financial Instruments: Recognition and Measurement 

• IFRIC 4 Determining whether an arrangement contains a lease 

1.1 Going concern assumption 

The annual financial statements have been prepared on the assumption that the entity is a going concern and will continue 
inoperation for the foreseeable future. 

1.2 Offsetting 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a Standard of 
GRAP. 

1.3 Property, plant and equipment 

Property, plant and equipment are tangible items that: 

• are held for use in the production or supply of goods or services, for rental to others or for administrative purposes; 
and 

• are expected to be used during more than one period. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Depreciation is provided using the straight-line method to write down the cost, less estimated residual value over the useful life 
of the property, plant and equipment, which is as follows: 

The residual value, depreciation method and the useful life of each asset are reviewed at each annual reporting period if there 
are indicators present that there is a change from the previous estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item and 
have significantly different patterns of consumption of economical benefits is depreciated separately over its useful life. 

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised in profit 
or loss in the period. 
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Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.4 Intangible assets 

Intangible assets are initially recognised at cost. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

If the municipality is unable to make a reliable estimate of the useful life of an intangible assets, the life will be presumed to be 
10 years. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting period date if there are 
indicators present that there is a change from the previous estimate. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 

Item Useful life 

Computer software 3 years 

1.5 Financial instruments 

A financial asset is any asset that is a cash or contractual right to receive cash. The entity has the following types of financial 
assets as reflected on the face of the statement of financial position or in the notes thereto: 

• Accounts receivables (Trade debtors) 

• Other receivables 

• Bank balances and cash 

In accordance with lAS 39.09, all the financial assets of the entity are classified into the category Loans and receivables. Loans 
and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. 
They are included in current assets, except for maturities greater than 12 months, which are classified as non-current assets. 

Loans and receivables are initially measured at fair value plus transaction costs that are directly attributable to the acquisition or 
issue of the financial asset. Subsequently, these assets are measured at amortised cost using the effective interest method less 
any impairment, with interest revenue recognised on an effective yield basis. 

Financial assets are assessed for indicators of impairment at each reporting date. Financial assets are impaired where there is 
objective evidence of impairment of financial assets (such as the probability of insolvency or significant financial difficulties of the 
debtor). If there is such evidence the recoverable amount is estimated and an impairment loss is recognised in accordance with 
lAS 39. 

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity. The entity has the 
following types of financial liabilities as reflected on the face of the statement of financial position or in the notes thereto: 

• Creditors 

• Short term loans 

In accordance with lAS 39.09, all the financial liabilities of the entity are classified into the category financial liabilities at 
amortised cost. Financial liabilities at amortised cost are initially measured at fair value, net of transaction costs. The financial 
liabilities are subsequently measured at amortised cost using the effective interest method, with interest expense recognised on 
an effective yield basis. 

1.6 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value of 
the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 

The lease payments are apportioned between the finance charge and reduction of the outstanding liability.The finance charge is 
allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance of the 
liability. 
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Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.6 Leases (continued) 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset. This liability 
is not discounted. 

1.7 Impairment of assets 

The municipality assesses at each reporting period date whether there is any indication that an asset may be impaired. If any 
such indication exists, the municipality estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also: 

• tests goodwill, with an indefinite useful life or intangible assets not yet available for use for impairment annually by 
comparing its carrying amountwith its recoverable amount. This impairment test is performed during the annual 
period and at the same time every period. 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not 
possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-generating unit to which 
the asset belongs is determined. 

If an impairment loss subsequently reverses, the carrying amount of the asset (or group of related assets) is increased to the 
revised estimate of its recoverable amount (selling price less costs to complete and sell, in the case of inventories), but not in 
excess of the amount that would have been determined had no impairment loss been recognised for the asset (or group of 
assets) in prior years. A reversal of impairment is recognised immediately in profit or loss. 

1.8 Employee benefits 
Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation 
leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in which the 
service is rendered and are not discounted. 

Defined contribution plans 

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. 

1.9 Provisions and contingencies 
Provisions are recognised when: 

• the municipality has an obligation at the reporting period date as a result of a past event; 

• it is probable that the municipality will be required to transfer economic benefits in settlement; and 

• the amount of the obligation can be estimated reliably. 

Contingencies are disclosed in note . 

1.10 Government grants 

Government grants are recognised when there is reasonable assurance that: 

• the municipality will comply with the conditions attaching to them; and 

• the grants will be received. 

Government grants are recognised as income over the periods necessary to match them with the related costs that they are 
intended to compensate. 

A government grant that becomes receivable as compensation for expenses or losses already incurred or for the purpose of 
giving immediate financial support to the entity with no future related costs is recognised as income of the period in which it 
becomes receivable. 
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Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Accounting Policies 


1.11 Value Added Tax 

The municipality accounts for value added tax on the payments basis in accordance with section 15(2)(a) of the Value Added 
Tax Act (Act No. 89 of 1991). 

1.12 Related parties 

Individuals as well as their close family members, and/or entities are related parties if one party has the ability, directly or 
indirectly, to control or jointly control the other party or exercise significant influence over the other party in making financial 
and/or operating decisions. 

1.13 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No 56 of 2003), the 
Municipal Systems Act (Act No 32 of 2000), the Public Office Bearers Act (Act No 20 of 1998) or is in contravention of the 
municipality’s supply chain management policies. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

1.14 Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care 
been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.15 Unauthorised expenditure 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an 
allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant that 
is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003). Unauthorised expenditure is accounted 
for as an expense in the Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue 
in the Statement of Financial Performance. 

1.16 Contingent assets and contingent liabilities 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the notes to the financial 
statements. 

1.17 Transitional provisions 

Ezinqoleni Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards Board, as set 
out in Directive 4 issued in March 2009 as follows: 

• GRAP 1 Presentation of Financial Statements - paragraphs 7-8 

• GRAP 9 Revenue from Exchange Transactions - paragraphs 37-38 

• GRAP 12 Inventories - paragraphs 45-52 

• GRAP 13 Leases - paragraphs 55-60 

• GRAP 16 Investment Properties - paragraphs 63-70 

• GRAP 17 Property, Plant and Equipment- paragraphs 73-83 

• GRAP 19 Provisions, Contingent Liabilities and Contingent Assets - paragraphs 93-94E 

• GRAP 100 Non-current assets held for sale and discontinued operations - paragraphs 97-98 

• GRAP 102 Intangible Assets - paragraphs 110-118 

• lAS 19 Retirement benefits - paragraph 155(b) 
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Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Notes to the Annual Financial Statements 

Figures in Rand 2012 2011 


2. Property, plant and equipment 





2012 



2011 



Cost / 

Accumulated Carrying value 

Cost / Accumulated Carrying value 


Valuation 

depreciation 


Valuation depreciation 


Buildings 

35 918 379 


(2 549 394) 

33 368 985 

24 446 607 

(1 666 748) 

22 779 859 

Infrastructure roads 

20 720 257 


(3 880 373) 

16 839 884 

17 973 048 

(2 116 976) 

15 856 072 

Machinery and equipment 

2 011 496 


(1 151 193) 

860 303 

1 954 869 

(930 735) 

1 024 134 

Motor vehicles 

1 408 871 


(855 219) 

553 652 

1 408 871 

(728 571) 

680 300 

Furniture and equipment 

1 387 074 


(768 138) 

618 936 

1 276 144 

(543 478) 

732 666 

Computer equipment 

822 041 


(401 140) 

420 901 

726 037 

(255 783) 

470 254 

Heritage assets 

48 000 


- 

48 000 

48 000 

- 

48 000 

Total 

62 316 118 


(9 605 457) 

52 710 661 

47 833 576 

(6 242 291) 

41 591 285 

Reconciliation of property, plant and equipment - 

2012 








Opening 

Additions 

Depreciation 

Impairment 

Total 




balance 



loss 


Buildings 



22 779 859 

11 471 771 

(875 439) 

(7 206) 

33 368 985 

Infrastructure roads 



15 856 072 

2 747 209 

(1 222 637) 

(540 760) 

16 839 884 

Machinery and equipment 



1 024 134 

56 627 

(212 148) 

(8 310) 

860 303 

Motor vehicles 



680 300 

- 

(126 648) 

- 

553 652 

Furniture and equipment 



732 666 

110 929 

(222 029) 

(2 630) 

618 936 

Computer equipment 



470 254 

96 004 

(132 463) 

(12 894) 

420 901 

Heritage assets 



48 000 

- 

- 

- 

48 000 




41 591 285 

14 482 540 

(2 791 364) 

(571 800) 

52 710 661 

Reconciliation of property, plant and equipment - 

2011 








Opening 

Additions 

Depreciation 

Impairment 

Total 




balance 



loss 


Buildings 



18 307 669 

5 336 908 

(864 718) 

- 

22 779 859 

Infrastructure roads 



16 026 482 

821 505 

(991 915) 

- 

15 856 072 

Machinery and equipment 



839 833 

349 444 

(159 605) 

(5 538) 

1 024 134 

Motor vehicles 



716 942 

93 200 

(129 842) 

- 

680 300 

Furniture and equipment 



744 891 

199 235 

(202 871) 

(8 589) 

732 666 

Computer equipment 



289 356 

284 330 

(99 585) 

(3 847) 

470 254 

Heritage assets 



48 000 

- 

- 

- 

48 000 




36 973 173 

7 084 622 

(2 448 536) 

(17 974) 

41 591 285 


See full GRAP compliant note on Page 34. 

3. Intangible assets 




2012 



2011 


Cost / 
Valuation 

Accumulated Carrying value 
amortisation 

Cost / 
Valuation 

Accumulated Carrying value 
amortisation 

Computer software 

524 016 

(343 665) 

180 351 

524 016 

(253 178) 

270 838 

Reconciliation of intangible assets 

Computer software 

-2012 



Opening 

balance 

270 838 

Amortisation 

(90 487) 

Total 

180 351 
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Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 


Notes to the Annual Financial Statements 


Figures in Rand 

2012 

2011 

3. Intangible assets (continued) 



Reconciliation of intangible assets - 2011 

Opening Amortisation 

balance 

Total 

Computer software 

369 892 (99 054) 

270 838 

4. Consumer debtors 



Rates 

426 215 

248 257 

Less: Provision for bad debts 

(126 102) 

(102 700) 


300 113 

145 557 

Ageing 

Current (0 - 30 days) 

47 382 

(67 614) 

31 - 60 days 

2 182 

(1 655) 

61 - 90 days 

24 436 

(267) 

91 - 120 days 

22 873 

- 

Greater than 120 days 

329 342 

317 793 


426 215 

248 257 

5. Sundry debtors 



Sundry debtors 

220 653 

883 837 

Accrued income 

43 434 

31 399 

Deposit 

2 000 

2 000 


266 087 

917 236 

Less: Provision for bad debts 

(36 260) 

(36 260) 


229 827 

880 976 

6. Vat receivable 



Vat 

2 466 664 

2 739 561 

7. Cash and cash equivalents 



Cash and cash equivalents consist of: 



Cash on hand 

1000 

1000 

Bank balances 

9 166 652 

8 938 467 

Short-term deposits 

10 591 322 

9 403 688 


19 758 974 

18 343 155 

Primary Account 

First National Bank Account - Port Shepstone Branch 

Account Number 62024943153 : Call account 



Bank statement balance at the beginning of the year 

8 938 467 

1 909 641 

Bank statement balance at the end of the year 

9 166 652 

8 938 467 

Cashbook balance at the beginning of the yea 

8 938 467 

1 909 641 

Cashbook balance at the end of the year 

9 166 652 

8 938 467 


12 














Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 


Notes to the Annual Financial Statements 


Figures in Rand 

2012 

2011 

7. Cash and cash equivalents (continued) 



Call Investment Deposits 

Conditional Grant 

Lottery Grant 

MSIG Grant 

8 940 485 

1 061 068 
589 769 

8 172 511 
435 516 
795 660 


10 591 322 

9 403 687 

Conditional Grant 

First National Bank Account - Port Shepstone Branch 

Account Number 62200828533 : Call Account 

Bank statement balance at the beginning of the year 

Bank statement balance at the end of the year 

8 172 511 

9 166 652 

4 275 771 

8 172 511 

Cashbook balance at the beginning of the yea 

Cashbook balance at the end of the year 

8 172 511 

8 940 485 

4 275 771 

8 172 511 

Lottery Grant 

First National Bank Account - Port Shepstone Branch 

Account Number 62200828955 : Call Account 

Bank statement balance at the beginning of the year 

Bank statement balance at the end of the year 

435 516 

1 061 068 

423 818 
435 516 

Cashbook balance at the beginning of the yea 

Cashbook balance at the end of the year 

435 516 

1 061 068 

423 818 
435 516 

MSIG Grant 

First National Bank Account - Port Shepstone Branch 

Account Number 62231035537 : Money Market 

Bank statement balance at the beginning of the year 

Bank statement balance at the end of the year 

795 660 
589 769 

749 091 
795 660 

Cashbook balance at the beginning of the yea 

Cashbook balance at the end of the year 

795 660 
589 769 

749 091 
795 660 
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Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 

Notes to the Annual Financial Statements 

Figures in Rand 2012 2011 


8. Employee benefit obligation 
Long service awards 

Non-current liabilities 219 000 409 000 

Current liabilities - 27 000 

Total Provision for long service awards 219 000 436 000 


A long-service award is granted to municipal employees after the completion of fixed periods of continuous service with the 
Municipality. The said award comprises of a certain number of additional vacation leave days. The provision represents an 
estimation of the awards to which employees in the service of the Municipality at 30 June 2012 may become entitled to in future, 
based on an actuarial valuation performed at that date. 

The most recent actuarial valuations of plan assets and the present value of the unfunded defined benefit obligation were carried 
out as at 30 June 2012 by PricewaterhouseCoopers Actuarial and Insurance Management Solutions (2011 - Alexander Forbes 
Financial Services). The present value of the defined benefit obligation, and the related current service cost were measured 
using the Projected Unit Credit Method. No other long service benefits are provided by the Municipality. 

The future cost for ensuing year is estimated to be R79 000 and the interest cost for the next year is estimated to be R44 000 
(2011: R70 000 and R35 000 respectively). 

The principal actuarial assumptions used were as follows: 


Discount rate per annum 

8.00 % 

8.75 % 

Inflation rate 

5.50 % 

5.75 % 

Salary increase rate 

7.50 % 

6.75 % 

Normal retirement age 

63 

65 

Proportion continuing membership at retirement 

95 % 

95 % 

Proportion of retiring members who are married 

95 % 

90 % 

Mortality during employment 

Percentage of in-service members withdrawing before retirement: 

SA 85-90 light SA 85-90 light 

Age 20-24 

13.3 % 

15.0 % 

Age 25-29 

13.0 % 

10.0 % 

Age 30 - 34 

11.0 % 

7.0 % 

Age 35 - 39 

8.0 % 

4.0 % 

Age 40 - 44 

6.0 % 

2.0 % 

Age 45 - 49 

4.0 % 

0.0 % 

Age 50 - 54 

2.0 % 

0.0 % 

Age 55 - 59 

0.0 % 

0.0 % 

Age 60 - 

0.0 % 

0.0 % 


Present value of the obligation 

219 000 

436 000 

Movement in the defined benefit obligation is as follows: 



Balance at beginning of the year 

436 000 

319 000 

Current service cost 

79 000 

70 000 

Interest cost 

44 000 

35 000 

Actual (Gain) / Loss 

(313 000) 

24 000 

Benefits payments by Municipality 

(27 000) 

(12 000) 


219 000 

436 000 

The amounts recognised in the Statement of Financial Performance were as follows: 



Current service cost 

79 000 

70 000 

Interest cost 

44 000 

35 000 

Expected return on assets 

- 

- 

Actual (Gain) / Loss 

(313 000) 

24 000 


(190 000) 

129 000 
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Disclosure in terms of par. 120A(p) of lAS 19 

Defined benefit obligation 219 000 

Experience adjustments on plan liabilities 65 


Disclosure in terms of par. 120A(q) of lAS 19 

Expected benefits to be paid during the next financial year 


Salary inflation sensitivity 

Defined benefit obligation 
Service cost 
Interest cost 


1% decrease 

199 000 
33 000 
16 000 


Base (7.50%) 

219 000 
37 000 
18 000 


1% increase 

240 000 
41 000 
20 000 


Post retirement pension plan 

The municipality’s personnel are members of one of the Natal Joint Municipal Pension retirement funds, namely the 
Superannuation, Retirement and Provident Funds. As the aforementioned funds are multi-employer funds, the allocation of any 
surplus/deficit to individual municipalities cannot be determined. Furthermore disclosure of further details such as actuarial 
assumptions, cannot be attributed to any specific municipality and is of no relevance to users of the municipality’s financial 
statements. 

An independent valuer carries out a statutory valuation of the NJMPF on a triennial basis and an interim valuation on an annual 
basis. The 2012 interim valuations have not yet been released. 

Superannuation Fund 

The interim valuation carried out on the Superannuation Fund as at 31 March 2010 reflected: 

• The memorandum account in respect of pensioners was fully funded. 

• There was a deficit in respect of active members which is being met by the surcharge of 7% of pensionable salaries, the 
deficit is expected to be fully funded by 2016. 

• The required contribution rate for the future service exceeded the contribution rate payable by 1,69% of pensionable 
salaries. 

The statutory actuarial valuation carried out on the Superannuation Fund as at 31 March 2011 reflected: 

• The memorandum account in respect of pensioners was fully funded. 

• There was a deficit in respect of active members and it is recommended that the surcharge of 7% be increased to 9.5% of 
pensionable salaries and that the repayment period be set at 8 years at which time the deficit is expected to be fully funded. 

• The required contribution rate for the future service exceeded the contribution rate payable by 3.63% of pensionable 
salaries. 

Retirement Fund 

The interim valuation carried out on the Retirement Fund as at 31 March 2010 reflected: 

• The memorandum account in respect of pensioners was fully funded on the discounted cash flow method. 

• The Funds liabilities for the contributory members exceeded the value of the assets; it is expected that the shortfall will be 
funded by a surcharge of 17% of pensionable emoluments by 2015. 

The interim valuation carried out on the Retirement Fund as at 31 March 2011 reflected: 

• The memorandum account in respect of pensioners was fully funded. 
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• There was a deficit in respect of active members and it is recommended that the surcharge of 17% be increased to 17.5% 
of pensionable salaries and that the repayment period be extended from 5 to 8 years at which time the deficit is expected to be 
fully funded. 

• The required contribution rate for the future service exceeded the contribution rate payable by 4.72% of pensionable 
salaries. 


Provident Fund 

The latest statutory valuation of the Provident Fund (defined contribution) as at 31 March 2009 and the interim valuation as at 31 
March 2010 revealed that the fund was in a sound financial position. 

The interim valuation carried out on the Municipal Provident Fund as at 31 March 2011 reflected that the market value of the 
assets approximately equalled the liabilities and the reserves at valuation date. 


9. Finance lease obligation 
Minimum lease payments due 


- within one year 

111 100 

125 871 

- in second to fifth year inclusive 

33 317 

138 875 


144 417 

264 746 

less: future finance charges 

(15 747) 

(32 408) 

Present value of minimum lease payments 

128 670 

232 338 

Present value of minimum lease payments due 



- within one year 

96 191 

109 210 

- in second to fifth year inclusive 

32 479 

123 128 


128 670 

232 338 

Non-current liabilities 

32 479 

123 128 

Current liabilities 

96 191 

109 210 


128 670 

232 338 

The finance lease liability is secured against vehicles with a cost price of R799 734. The leases bear interest at rates varying 

between prime less 1% to 18.50% per annum and are repayable over periods between 16 months and 39 months.. 


The municipality's obligations under finance leases are secured by the lessor's charge over the leased assets. Refer note 

Annexure A. 



10. Trade and other payables 



Trade payables 

165 479 

588 937 

Retentions 

1 941 127 

1 355 074 

Accrued leave pay 

228 164 

200 589 

Other creditors 

323 796 

240 192 

Councillors' UIF 

160 123 

160 123 

Accrual for staff bonus 

260 536 

209 833 


3 079 225 

2 754 748 
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2012 

2011 

11. Government grants and subsidies 



Equitable Share 

21 581 000 

18 111 980 

Municipal Systems Improvement Grant (MSIG) 

1 548 963 

950 828 

Municipal Infrastructure Grant 

14 543 540 

5 834 431 

Financial Management Grant 

1 322 570 

1 471 937 

Provincialisation of libraries 

236 591 

- 

Library Grant - Cyber Cadet 

92 579 

20 921 

Small Town Rehabilitation Grant 

1 416 172 

174 100 

LED Strategy Grant 

276 852 

18 425 

Integrated National Electrification Programme 

1 548 576 

6 873 761 

National Lottery Grant 

188 306 

- 


42 755 149 

33 456 383 


Equitable Share 

Balance unspent at beginning of year 



Current year receipts 

21 581 000 

18 111 980 

Conditions met - transferred to revenue 

(21 581 000) 

(18 111 980) 


- 

- 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. R1 

429 000 was witheld by National Treasury during the year. 



Municipal Systems Improvement Grant (MSIG) 

Balance unspent at beginning of year 

1 033 353 

1 234 181 

Current year receipts 

791 687 

750 000 

Conditions met - transferred to revenue 

(1 548 962) 

(950 828) 

Conditions still to be met - transferred to liabilities 

276 078 

1 033 353 

This grant is used for the improvement of systems. No funds were withheld. 



Municipal Infrastructure Grant 

Balance unspent at beginning of year 

4 120 035 

2 443 466 

Current year receipts 

11 261 956 

7 511 000 

Conditions met - transferred to revenue 

(14 543 539) 

(5 834 431) 

Conditions still to be met - transferred to liabilities 

838 452 

4 120 035 

This grant was used for infrastructure programmes. No funds were withheld. 



Financial Management Grant 

Balance unspent at beginning of year 

(26 749) 

195 069 

Current year receipts 

1 500 000 

1 250 119 

Conditions met - transferred to revenue 

(1 322 570) 

(1 471 937) 

Conditions still to be met - transferred to liabilities 

150 681 

(26 749) 

This grant was used for financial management including improving the finance management system, purchasing computers for 

finance staff and capacity building for finance, for example the employment of interns. No funds were withheld. 


Provincialisation of Libraries Grant 

Balance unspent at beginning of year 



Current year receipts 

233 340 

- 

Conditions met - transferred to revenue 

(236 591) 

- 

Conditions still to be met - transferred to liabilities 

(3 251) 

- 
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Figures in Rand 

2012 

2011 

Library Grant - Cyber Cadet 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

69 079 

96 000 
(92 579) 

90 000 
(20 921) 

Conditions still to be met - transferred to liabilities 

72 500 

69 079 

This grant was used for the operational staff for the library such as the Cyber Cadet. 



Small Town Rehabilitation Grant 

Balance unspent at beginning of year 

Current year receipts 

Funds returned 

Conditions met - transferred to revenue 

5 177 900 

(3 311 900) 

(1 416 172) 

5 352 000 

(174 100) 

Conditions still to be met - transferred to liabilities 

449 828 

5 177 900 

This grant was used to rehabilitate the town including the construction of a trade centre, a community park, landscaping and the 
installation of street lights. No funds were withheld. 

LED Strategy Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

381 575 

(276 852) 

400 000 
(18 425) 

Conditions still to be met - transferred to liabilities 

104 723 

381 575 

This grant was used to review Local Economic Development Strategy and align it with the district strategy. No funds were 
withheld. 

Integrated National Electrification Programme 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

1 126 239 

2 000 000 
(1 548 576) 

8 000 000 
(6 873 761) 

Conditions still to be met - transferred to liabilities 

1 577 663 

1 126 239 

This grant was used to connect electricity to households with no connections. No funds were withheld. 


National Lottery Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

1 214 050 

(188 306) 

1 214 050 

Conditions still to be met - transferred to liabilities 

1 025 744 

1 214 050 

Summary of unspent conditional grants and receipts 

Municipal Systems Improvement Grant (MSIG) 

Municipal Infrastructure Grant 

Financial Management Grant 

Provincialisation of Libraries Grant 

Library Grant - Cyber Cadet 

Small Town Rehabilitation Grant 

LED Strategy Grant 

Integrated National Electrification Programme 

National Lottery Grant 

276 076 
838 452 
150 682 
(3 251) 
72 500 
449 828 
104 722 

1 577 662 

1 025 745 

1 033 353 

4 120 035 
(26 749) 

69 079 

5 177 900 
381 575 

1 126 239 

1 214 050 


4 492 416 

13 095 482 
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Figures in Rand 

2012 

2011 

12. Property rates 



Actual 

Agriculture properties used for agricultural purposes 

261 078 

184 486 

Agricultural properties used for other business and commercial purposes 

283 464 

53 213 

Industrial properties 

75 207 

200 567 

Public service infrastructure 

49 

50 

Institution 

52 622 

- 


672 420 

438 316 

Property Valuatlons 

Agriculture properties used for agricultural purposes 

341 725 000 

341 168 000 

Agricultural properties used for other business and commercial purposes 

18 544 000 

18 544 000 

Industrial properties 

4 920 000 

4 920 000 

Public service infrastructure 

36 000 

36 000 

Institution 

55 087 000 

- 


420 312 000 

364 668 000 

Non rateable 

Non rateable 

- 

- 

Last general valuatlon 

The last general valuation came into effect on: 

01/07/2011 

01/07/2010 


Property rates levied in terms of the Local Government: Municipal Property Rates Act No. 6 of 2004 with effect from 01/07/2008 

Interim valuations are processed on an annual basis to take into account changes in individual values due to consolidations and 
subdivisions 


Assessment rates: Cents in the rand on market valuation as follows: 


Agriculture properties used for agriculture purposes 

0.0810C/R 

0,0764c/R 

Agricultural properties used for other business and commercial 

1.6203C/R 

l,5286c/R 

Industrial properties 

1.6203C/R 

l,5286c/R 

Public service infrastructure 

0.2025C/R 

0,1911c/R 

Institution 

0.4050C/R 

- 


Phaslng In dlscount: 


Agricultural property 

- % 

Industrial properties 

- % 

Institution 

75 % 


Rates are levied as follows (in terms of Section 26 of the Municipal Property Rates Act No. 6 of 2004 for the 2010 financial year): 
On an annual basis, and the final dates of payment being the last working day of the month from August 2010 to June 2011. 


Interest is levied on outstanding rates per annum at: 


18 % 0 % 

18 % 
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13. Sundry income 


Included in other income is the following: 


Tenders - Sale 

57 000 

35 250 

SCP Refund Department of Transport 

155 200 

36 620 

Photocopies 

10 459 

10 331 

LG SETA 

50 828 

29 790 

Other Income 

34 108 

168 243 


307 595 

280 234 

14. Remuneration of councillors 



Mayor 

597 535 

638 427 

Councillors 

1 847 112 

1 496 873 


2 444 647 

2 135 300 


In-kind Benefits 

The Mayor is full-time and has an office and PA at the cost of the council. 
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15. Employee related costs 



Employee related costs - salaries and wages 

5 397 731 

4 655 812 

Contributions to UIF, medical and pension benefits 

979 740 

739 596 

Travel, motor car, accommodation, subsistence & other allowances 

940 832 

799 887 

Housing benefits and allowances 

260 082 

315 456 

Leave 

92 912 

38 859 

Bonuses 

271 329 

252 015 

Backpay 

112 774 

51 825 

Contributions to long service award 

- 

129 000 


8 055 400 

6 982 450 


Remuneration of the Municipal Manager 

Annual remuneration 

Car allowance 

Housing allowance 

Backpay 

Leave pay 

Other benefits 

464 860 

97 200 

77 400 

17 511 

65 196 

33 556 

425 443 
129 600 
103 200 
13 042 

23 150 


755 723 

694 435 

Remuneration of the Chief Finance Officer 

Annual remuneration 

306 288 

280 915 

Car allowance 

108 000 

108 000 

Housing allowance 

84 000 

84 000 

Backpay 

12 854 

9 574 

Other benefits 

37 487 

27 507 


548 629 

509 996 

Director: Technical Services 

Annual remuneration 

182 088 

323 344 

Car allowance 

20 000 

99 000 

Housing allowance 

22 500 

62 232 

Backpay 

- 

9 574 

Other benefits 

7 395 

45 726 


231 983 

539 876 

Director: Corporate Services 

Annual remuneration 

308 872 

281 691 

Car allowance 

120 000 

120 000 

Housing allowance 

60 000 

60 000 

Backpay 

12 854 

9 574 

Other benefits 

64 645 

41 379 


566 371 

512 644 
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16. Operating lease 

The future minimum lease payments payable under operating leases for the actual liability are as follows: 

No later than one year 19 093 58 023 

Later than one year and no later than five years - 19 093 

19 093 77 116 


Operating lease payments payable relate to the hiring of office equipment and cellphones. 

Ezinqoleni Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards Board, in 
terms of Directive 4 issued in March 2009, with respect to the measurement of leases as set out in paragraphs 55 to 60. 

17. Other expenses 


Promotions 

109 

397 

173 

512 

Arts and culture 

128 

204 

72 

772 

Sport and recreation 

443 

706 

263 

084 

Free Basic Sevices - Electricity 

110 

598 

95 

208 

Free Basic Services - Paraffin 

249 

842 

182 

660 

Local Economic Development 

140 

452 

144 

038 

Tourism 

42 

000 

40 

000 

Public Participation 

106 

123 

12 

257 

Water Connection For The Elderly 

98 

195 

47 

117 

Gravelling of Access Road 

436 

139 

350 

250 

Disaster Management 

33 

275 

40 

027 

Team Building 


- 

81 

484 

Employee Assistant Programme 

1 

600 


- 


1899 

531 

1502 

409 

18. Sundry expenses 





Medical examination 

3 

171 

1 

956 

Staff incentive 


- 


137 

Sports field 

7 

121 


- 

Vat recovery fees 

180 

113 

42 

301 

Awareness campaign 


- 

3 

543 

Review of IDP/SDBIP/PMS 


- 

3 

596 

Land Administration and Planning 


- 

3 

059 


190 

405 

54 

592 
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19. Cash generated from operations 



Profit before taxation 

20 274 476 

10 285 584 

Adjustments for: 

Depreciation and amortisation 

3 453 654 

2 309 659 

Interest received 

(1 069 947) 

(858 259) 

Interest paid 

31 889 

54 973 

Movements in retirement benefit assets and liabilities 

(217 000) 

117 000 

Movements in unspent conditional grants and receipts 

(8 603 066) 

8 035 466 

Contribution to bad debt provision 

- 

(229 045) 

Loss on disposal of property, plant and equipment 

- 

17 974 

Gain on reassessment of useful life of assets 

- 

(257 203) 

Changes in working capital: 

Vat receivable 

272 897 

(826 047) 

Consumer debtors 

(154 556) 

77 578 

Other debtors 

651 149 

(768 307) 

Trade and other payables 

324 471 

(470 729) 

Previous years operating transactions 

- 

(1 551) 


14 963 967 

17 487 093 

20. Capital commitments 



Commitments in respect of capital expenditure: 



Approved and contracted for 

Infrastructure 

4 445 019 

116 810 

Community 

10 863 822 

6 875 926 


15 308 841 

6 992 736 

Approved but not yet contracted for 

Infrastructure 

4 644 600 


Community 

- 

16 700 000 


4 644 600 

16 700 000 

Total 

39 906 882 

47 385 472 

This expenditure will be financed as follows: 

Grants 

39 906 822 

47 385 472 

21. Contingent assets 



No contingent assets were identified for the year ended 30 June 2012 nor for the year ended 30 June 2011. 


22. Contingent liabilities 



No contingent liabilities were identified for the year ended 30 June 2012 nor for the year ended 30 June 2011. 


23. In-kind donations and assistance 



The municipality did not receive any In-kind donations and assistance during the year under review. 
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24. Additional disclosure in terms of the Municipal Finance Management Act 



PAYE and UIF 

Opening balance 

- 

- 

Current year payroll deductions and municipality's contributions 

1 798 846 

1 451 418 

Amount paid - current year 

(1 798 846) 

(1 451 418) 

Balance unpaid (included in creditors) 

- 

- 

Pension fund and medical aid deductions 

Opening balance 

- 

- 

Current year deductions 

1 361 214 

1 331 787 

Amount paid - current year 

(1 361 214) 

(1 331 787) 

Balance unpaid (included in creditors) 

- 

- 

Audit fees 

Opening balance 

90 640 

- 

Current year's audit fee 

470 898 

755 993 

Amount paid - current year 

(633 673) 

(665 353) 

Balance unpaid (included in creditors) 

(72 135) 

90 640 

Contributions 

Opening balance 

- 

- 

Council subscriptions 

85 699 

50 404 

Amount paid - current year 

(85 699) 

(50 404) 


- 

- 

Vat 

Vat received for the year 

2 186 560 

1 580 776 

Vat paid for the year 

- 

- 


All Vat returns have been submitted by the due date during the reporting period. 

Councillors' arrear consumer accounts 

No councillors had arrear accounts outstanding. 


Material Losses 

No material losses were incurred. 


25. Prior year adjustments 

During the year the municipality prepared its fixed asset register in compliance with GRAP. Pursuant to that exercise, the 
municipality identified certain assets that were not in the asset register. Backlog depreciation was then calculated on those newly 
identified assets. 

Arising from 

Newly identified assets 
Correction of backlog derpreciation 

- 9 012 042 


10 219 016 
(1 206 974) 


26. Standards and interpretations In Issue not yet adopted 

At the date of authorisation of these financial statements the entity has not applied the following GRAP standards that have been 
issued, but are not yet effective; 

• GRAP 18 Segment Reporting - issued March 2005 
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• GRAP 21 Impairment of Non-cash-generating Assets - issued March 2009 

• GRAP 23 Revenue from Non-exchange Transactions (Taxes and Transfers) - issued February 2008 

• GRAP 24 Presentation of Budget Information in Financial Statements - issued November 2007 

• GRAP 25 Employee Benefits - issued December 2009 

• GRAP 26 Impairment of Cash-generating Assets - issued March 2009 

• GRAP 103 Heritage Assets - issued July 2008 

Application of all of the above GRAP standards will be effective from a date to be announced by the Minister of Finance. This 
date is not currently available. 

Management has considered all the GRAP standards issued but not yet effective and anticipates that the adoption of these 
standards will not have a significant impact on the financial position, financial performance or cash flows of the entity. 

27. Unauthorised expenditure 

Reconciliation of unauthorised expenditure 

Opening balance 
Remuneration of councillors 
Depreciation, amortisation and impairment 
Finance charges 
Over expenditure over budget 
Approved / condoned by council 

1 720 268 2 452 931 


2 452 931 

88 299 

1 104 654 2 309 659 

54 973 

615 614 
(2 452 931) 


The unauthorised expenditure relate to expenditure incurred that was not budgeted for. The depreciation relates to newly 
identified assets in the fixed register upon which backlog depreciation was calculated. 

2011 

The unauthorised expenditure (with the exception of remuneration of councillors) relate to expenditure incurred that was not 
budgeted for. The unauthorised expenditure relating to councillors is due to an increase in the number of wards and the number 
of councillors. In total the budget has not been exceeded. These amounts are not recoverable. 

28. Fruitless and wasteful expenditure 

No fruitless or wasteful expenditure was incurred during 2012 (2011: Nil) 

29. Irregular expenditure 

To the best of management's knowledge instances of note indicating that irregular expenditure was incurred during the year 
under review were not revealed. 

Reconciliation of irregular expenditure 

Opening balance 

Irregular expenditure for the current year 
Approved /condoned by Council 
To be approved / condoned by Council 


239 301 
(183 687) 
(55 614) 


30. Events after the reporting period 

The annual financial statements, which were reviewed by its Audit Committee, were authorised for issue by management on29 
August 2012. 

No significant events or events having financial implications were identified after the reporting date that requires disclosure in the 
financial statements for the year ended 30 June 2012. 
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31. Financial instruments 
Classification 
Financial assets 

In accordance with GRAP 104.13 the financial assets of the municipality are classified as follows: 


Financial Assets Classification 

Receivables from exchange transactions 


Consumer debtors 

Amortised cost 

300 113 

145 557 

Receivables from non-exchange transactions 
Other debtors 

Amortised cost 

229 827 

880 976 

Cash and cash equivalents 

Call deposits 

Bank balances 

Cash floats 

Fair value 

Fair value 

Fair value 

10 591 322 

9 166 652 

1 000 

9 403 688 

8 938 467 

1 000 



20 288 914 

19 369 688 

Summary of financial assets 




Financial assets at amortised cost 

Receivables from exchange transactions 
Receivables from non-exchange transactions 

Consumer debtors 

Other debtors 

300 113 

229 827 

145 557 

880 976 



529 940 

1 026 533 

Financial assets at fair value 

Cash and cash equivalents 

Cash and cash equivalents 

Cash and cash equivalents 

Call deposits 

Bank balances 

Cash floats and advances 

10 591 322 

9 166 652 

1 000 

9 403 688 

8 938 467 

1 000 



19 758 974 

18 343 155 

Total financial assets 


20 288 914 

19 369 688 

Financial liabilities 

In accordance with GRAP 104.13 the financial liabilities of the municipality are classified as follows 



Financial Liabilities 

Long-term Liabilities 

Annuity Loans 

Classification 

Amortised cost 

32 479 

123 128 

Payabies 

Trade Creditors 

Retentions 

Staff accruals 

Other Creditors 

Amortised cost 

Amortised cost 

Amortised cost 

Amortised cost 

165 473 

1 941 127 

648 823 

323 796 

588 931 

1 355 074 

570 545 

240 192 

Current Portion of Long-term Liabilities 

Annuity Loans 

Amortised cost 

96 191 

109 210 



3 207 889 

2 987 080 
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Summary of financial liabilities 

Financial liabilities at amortised cost 

Long-term Liabilities 

Payables 

Payables 

Payables 

Payables 

Total financial liabilities 


Annuity Loans 
Trade Creditors 
Retentions 
Staff accruals 
Other Creditors 


128 670 232 338 

165 473 588 931 

1 941 127 1 355 074 

648 823 570 545 

323 796 240 192 

3 207 889 2 987 080 


Fair Value 

The following methods and assumptions were used to estimate the fair value of each class of financial instrument for which it is 
practical to estimate such value: 

Cash and Short-term Investments 

The carrying amount approximates the fair value because of the short maturity of these instruments. 

Long-term Investments 

The fair value of some Investments are based on quoted market prices of those or similar investments. Unlisted Equity 
Investments are estimated using the discounted cash flow method. 

Loan Receivables/Payables 

Interest bearing Borrowings and Receivables are generally at interest rates in line with those currently available in the market on 
a floating rate basis, and therefore the Fair Value of these Financial Assets and Liabilities closely approximates their carrying 
values. Fixed interest rate instruments are fair valued based on the present value of future principal and interest cash flows 
.discounted at the market rate of interest at the reporting date. 

Trade and Other Receivables/Payables 

The fair value of Trade and Other Payables is estimated at the present value of future cash flows. 

The management of the municipality is of the opinion that the carrying value of Trade and Other Receivables recorded at 
amortised cost in the annual financial statements approximate their fair values. The fair value of Trade Receivables were 
determined after considering the standard terms and conditions of agreements entered into between the municipality and other 
parties as well as the current payment ratios of the municipality's debtors. 

Other Financial Assets and Liabilities 

The fair value of other financial assets and financial liabilities (excluding derivative instruments) is determined in accordance with 
generally accepted pricing models based on discounted cash flow analysis using prices from observable current market 
transactions and dealer quotes for similar instruments 

Long-term Liabilities 

The fair value of Long term liabilities was determined after considering the standard terms and conditions of agreements entered 
into between the municipality and the relevant financing institutions. 

Management considers the carrying amounts of financial assets and financial liabilities recorded at amortised cost in the annual 
financial statements to approximate their fair values on 30 June 2012, as a result of the short-term maturity of these assets and 
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Assumptions used in determining Fair Value of Financial Assets and Financial Liabilities 

The table below analyses financial instruments carried at fair value at the end of the reporting period by the level of fair value 
hierarchy as required by IFRS7. The different levels are based on the extent to which quoted prices are used in the calculation of 
the fair value of the financial instruments. The levels have been defined as follows: 

Level 1: 

Fair values are based on quoted market prices (unadjusted) in active markets for an identical instrument. 

Level 2: 

Fair values are calculated using valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly (i.e. 
derived from prices). This category includes instruments valued using quoted market prices inactive markets for similar 
instruments, quoted prices for identical or similar instruments in markets that are considered less than active, or other valuation 
techniques where all significant inputs are directly or indirectly observable from market data. 

Level 3: 


Fair values are based on valuation techniques using significant unobservable inputs. This category includes all instruments 
where the valuation technique includes inputs not based on observable data and the unobservable inputs have a significant 
effect on the instrument’s valuation. Also, this category includes instruments that are valued based on quoted prices for similar 
instruments where significant unobservable adjustments or assumptions are required to reflect differences between the 
instruments. 



Level 1 

Level 2 

Level 3 

Total 

Financial assets 

Financial instruments at fair value 

Call deposits 


10 591 322 


10 591 322 

Bank balances 


9 166 652 


9 166 652 

Cash floats 


1 000 


1 000 

Total financial assets 

- 

19 758 974 

- 

19 758 974 

Financial liabilities 

Financial Instruments at falr value 

Payments received in advance 





Bank overdraft 




- 

Total financial liabilities 

- 

- 

- 

- 

Total financial instruments 

- 

19 758 974 

- 

19 758 974 

30 June 2011 

Level 1 

Level 2 

Level 3 

Total 

Financial assets 

Financlal Instruments at falr value 

Call deposits 


9 403 688 


9 403 688 

Bank balances 


8 938 467 


8 938 467 

Cash floats 


1 000 


1 000 

Total financial assets 

- 

18 343 155 

- 

18 343 155 

Financial liabilities 

Financlal Instruments at falr value 

Payments received in advance 





Bank overdraft 




- 

Total financial liabilities 

- 

- 

- 

- 

Total financial instruments 

- 

18 343 155 

- 

18 343 155 
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Capital risk management 

The entity manages its capital to ensure that the entity will be able to continue as a going concern while delivering sustainable 
services to customers through the optimisation of the debt and equity balance. The capital structure of the entity consists of debt, 
which includes the bank, cash and cash equivalents and equity, comprising funds, reserves and accumulated surplus as 
disclosed in the Notes and the statement of changes in net assets. 

Gearing ratio 

In terms of the entity’s five year financial plan, financial benchmarks, year-on-year in respect of the debt-to-equity ratio, is 
reflected at 95,0%, reducing 90,0%. This aggressive ratio is as a result of the development challenges faced by the entity. The 
rate of borrowing is well below market related rates. 

The gearing ratio at the year-end was as follows 


Debt 

7 898 156 

16 518 562 

Cash and cash equivalents 

19 758 974 

18 343 155 

Net Debt 

( 11 860 818) 

( 1 824 593) 

Equity 

67 727 279 

47 452 804 

Net debt to equity ratio 

(17.51)% 

(3.85)% 


Debt is defined as long and short term liabilities, as detailed in the notes. 

Equity includes all funds and reserves of the entity, disclosed as net assets in the statement of financial position. 

51.4 Financial Risk Management Objcctives 

The Accounting Officer has overall responsibility for the establishment and oversight of the municipality's risk management 
framework. The municipality's risk management policies are established to identify and analyse the risks faced by the 
municipality, to set appropriate risk limits and controls and to monitor risks and adherence to limits. 

Due to the largely non-trading nature of activities and the way in which they are financed, municipalities are not exposed to the 
degree of financial risk faced by business entities. Financial Instruments play a much more limited role in creating or changing 
risks that would be typical of listed companies to which the lASs mainly apply. Generally, Financial Assets and Liabilities are 
generated by day-to-day operational activities and are not held to manage the risks facing the municipality in undertaking its 
activities. 

The Directorate: Treasury monitors and manages the financial risks relating to the operations through internal policies and 
procedures. These risks include interest rate risk, credit risk and liquidity. Compliance with policies and procedures is reviewed 
by the internal auditors a continuous basis, and annually by external auditors. The municipality does not enter into or trade 
financial instruments for speculative purposes. 

Internal audit, responsible for initiating a control framework and monitoring and responding to potential risk, reports quarterly to 
the municipality’s audit committee, an independent body that monitors the effectiveness of the internal audit function. 

Further quantitative disclosures are included throughout these annual financial statements. 
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51.5 Significant Risks 

It is the policy of the municipality to disclose information that enables the user of its Annual Financial Statements to evaluate the 
nature and extent risks arising from Financial Instruments to which the municipality is exposed on the reporting date. 

The municipality has exposure to the following risks from its operations in Financial Instruments: 

- Credit risk; 

- Liquidity risk; and 

- Market risk. 

Market Risk 

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will affect 
the municipality’s income or the value of its holdings in Financial Instruments. The objective of market risk management is to 
manage and control market risk exposures within acceptable parameters, wbile optimising the return. 

Credit Risk 

Credit Risk is the risk of financial loss to the municipality if a customer or counterparty to a financial instrument fails to meet its 
contractual obligations and arises principally from tbe municipality’s receivables from customers and investment securities. 

Liquidity Risk 

Liquidity Risk is the risk that the municipality will encounter difficulty in meeting the obligations associated with its financial 
liabilities that are settled by delivering cash or another financial asset. The municipality’s approach to managing liquidity is to 
ensure, as far as possible, tbat it will always have sufficient liquidity to meet its liabilities when due, under both normal and 
stressed conditions, without incurring unacceptable losses or risking damage to the municipality’s reputation. 

Liquidity Risk is managed by ensuring that all assets are reinvested at maturity at competitive interest rates in relation to cash 
flow requirements. Liabilities are managed by ensuring tbat all contractual payments are met on a timeous basis and, if required, 
additional new arrangements are established at competitive rates to ensure that cash flow requirements are met. 

A maturity analysis for financial liabilities (where applicable) tbat shows the remaining undiscounted contractual maturities is 
disclosed in Notes 49.8 and 49.9 to the annual financial statements. 

Market risk 

The entity’s activities expose it primarily to the financial risks of changes in interest rate. No formal policy exists to hedge 
volatilities in the interest rate market. 

Foreign currency risk management 

The entity’s activities do not expose it to the financial risks of foreign currency and therefore has no formal policy to hedge 
volatilities in the interest rate market. 

Interest rate risk management 

Interest rate risk is defined as the risk that the fair value or future cash flows associated with a financial instrument will fluctuate 
in amount as a result of market interest changes. 

Financial assets and liabilities that are sensitive to interest rate risk are cash and cash equivalents, investments, and loan 
payables. The municipality is not exposed to interest rate risk on these financial instruments as the rates applicable are fixed 
interest rates. 

Potential concentrations of interest rate risk consist mainly of variable rate deposit investments, long-term receivables, consumer 
debtors, other debtors, bank and cash balances. 
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The municipality limits its counterparty exposures from its money market investment operations by only dealing with well 
established financial institutions of high credit standing. The credit exposure to any single counterparty is managed by setting 
percentage exposure limits, wbicb are included in the municipality's Investment Policy. These limits are reviewed periodically by 
the Chief Financial Officer and authorised by tbe Council. 

Consumer debtors comprise of a large number of ratepayers, dispersed across different industries and geographical areas. 
Periodic credit evaluations are performed on the financial condition of these debtors. Consumer debtors are presented net of a 
provision for impairment. 

In the case of debtors wbose accounts become in arrears, it is endeavoured to collect sucb accounts by "levying of penalty 
charges", "demand for payment", "restriction of services" and, as a last resort, "handed over for collection", whichever procedure 
is applicable in terms of Councii's credit control and debt collection policy. 

Long term receivables and Otber debtors are individually evaluated annually at balance sheet date for impairment or discounting. 
A report on the various categories of debtors is drafted to substantiate such evaluation and subsequent impairment / 
discounting, where applicable. 

The municipality is not exposed to interest rate risk as the municipality borrows funds at fixed interest rates. 

Interest Rate Sensitivity Analysis 

The sensitivity analysis below was determined based on the exposure to interest rates at the reporting date. For variable rate 
long-term instruments, tbe analysis is prepared assuming tbe amount of tbe instrument outstanding at tbe reporting date was 
outstanding for tbe whole year. A 100 basis point increase or decrease was used, whicb represents management's assessment 
of tbe reasonably possible change in interest rates. 

Credit Risk Management 

Credit Risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the 
municipality. The municipality has a sound credit control and debt collection policy and obtains collateral, wbere appropriate, as a 
means of mitigating the risk of financial loss from defaults. The municipality uses other publicly available financial information 
and its own trading records to assess its major customers. The municipality's exposure of its counterparties are monitored 
regularly. 

Potential concentrations of credit rate risk consist mainly of fixed deposit investments, long-term debtors, consumer debtors, 
otber debtors, short term investment deposits and bank and casb balances. 

Investments/Bank, Cash and Cash Equivalents 

The municipality limits its counterparty exposures from its short-term investments (financial assets that are neither past due nor 
impaired) by only dealing witb well-established financial institutions short term credit rating of BBB and long - term credit rating 
of AA - and higher at an International accredited credit rating agency. The municipality's exposure is continuously monitored and 
the aggregate value of transactions concluded is spread amongst different types of approved investments and institutions, in 
accordance with its investment policy. Consequently, the municipality is not exposed to any significant credit risk. 

Trade and Other Receivables 

Trade and Other Receivables are amounts owed by consumers and are presented net of impairment losses. The municipality 
has a credit risk policy in place and the exposure to credit risk is monitored on an ongoing basis. The municipality is compelled in 
terms of its constitutional mandate to provide all its residents with basic minimum services witbout recourse to an assessment of 
creditwortbiness. Subsequently, the municipality has no control over the approval of new customers who acquire properties in 
the designated municipal area and consequently incurred for rates and services rendered to them. 

Trade receivables consist of a large number of customers, spread across diverse industries in the geographical area of the 
municipality. Periodic credit evaluation is performed on the financial condition of accounts receivable and, wbere appropriate, 
credit guarantee is increased accordingly. 
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Consumer Debtors comprise of a large number of ratepayers, dispersed across different industries and geographical areas. 
Ongoing credit evaluations are performed on the financial condition of these debtors. Consumer debtors are presented net of a 
provision for impairment. 

In the case of debtors whose accounts become in arrears, it is endeavoured to collect such accounts by "levying of penalty 
cbarges", "demand for payment", "restriction of services" and, as a last resort, "handed over for collection", whichever procedure 
is applicable in terms of Council's Credit Control and Debt Collection Policy. 

The municipality limits this risk exposure in the following ways, in addition to its normal credit control and debt management 
procedures: 

• The application of section 118(3) of the Municipal Systems Act (MSA), which permits the municipality to refuse connection of 
services whilst any amount remains outstanding from a previous debtor on tbe same property; 

• A new owner is advised, prior to the issue of a rates clearance certificate, that any debt remaining from tbe previous owner will 
be transferred to tbe new owner, if the previous owner does not settle the outstanding amount; 

•The consolidation of rates and service accounts, enabling tbe disconnecting services for tbe non-payment of any of tbe 
individual debts, in terms of section 102 of the MSA; 

• The requirement of a deposit for new service connections, serving as guarantee; 

There were no material changes in the exposure to credit risk and its objectives, policies and processes for managing and 
measuring the risk during the year under review. The municipality’s maximum exposure to credit risk is represented by tbe 
carrying value of each financial asset in the Statement of Financial Position, without taking into account the value of any 
collateral obtained. The municipality has no significant concentration of credit risk, with exposure spread over a large number of 
consumers, and is not concentrated in any particular sector or geographical area. 

The municipality establishes an allowance for impairment that represents its estimate of anticipated losses in respect of trade 
and other receivable. 


Payment of accounts of consumer debtors, wbo are unable to pay, are renegotiated as an ongoing customer relationship in 
response to an adverse change in the circumstances of the customer. 

Long term Receivables and Otber Debtors are individually evaluated annually at Statement of Financial Position date for 
impairment or discounting. A report on the various categories of debtors is drafted to substantiate sucb evaluation and 
subsequent impairment / discounting, wbere applicable. 


The municipality does not have any significant credit risk exposure to any single counterparty or any group of counterparties 
having similar characteristics. The municipality defines counterparties as having similar characteristics if they are related entities. 

The maximum credit and interest risk exposure in respect of the relevant financial instruments is as follows; 


Call deposits 
Consumer Debtors 
Otber Debtors 

Bank, casb and cash equivalents 

Maximum credit and Interest risk exposure 


10 591 322 
300 113 
229 827 
9 167 652 


9 403 688 
145 557 
880 976 
8 939 467 


20 288 914 19 369 688 
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The major concentrations of credit risk that arise from the municipality's receivables in relation to customer classification are as 
follows: 


Consumer Debtors: 


Agriculture properties used for agricultural purposes 

28.9% 

14.0% 

Agricultural properties used for other business and commercial purposes 

31.4% 

4.0% 

Industrial properties 

8.3% 

15.2% 

Public service infrastructure 

0.0% 

0.0% 

Institution 

5.8% 

0.0% 

Other Debtors: 



Other - not classified 

25.5% 

66.8% 

Total credit risk 

100.0% 

100.0% 

Bank and cash balances 



First National Bank of SA Ltd 

19 757 974 

18 342 155 

Cash equivalents 

1 000 

1 000 

Total Bank and cash balances 

19 758 974 

18 343 155 


Credit quality of financial assets: 

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to external credit 
ratings (if available) or to historical information about counterparty default rates: 

Receivables from exchange transactions 
Counterparties without external credit rating:- 
Group 1 
Group 2 

Group 3 300 113 145 557 

Total Receivables from exchange transactions 300 113 145 557 


Receivables from non-exchange transactlons 
Group 1 

Group 2 229 827 880 976 

Group 3 - ^ 

Total Receivables from non-exchange transactions 229 827 880 976 


Group 1 - High certainty of timely payment. Liquidity factors are strong and the risk of non-payment is small. 

Group 2 - Reasonable certainty of timely payment. Liquidity factors are sound, although ongoing funding needs may enlarge 
financing requirement. The risk of non-payment is small. 

Group 3 - Satisfactory liquidity factors and other factors which qualify the entity as investment grade. However, the risk factors of 
non-payment are larger. 

None of the financial assets that are fully performing have been re-negotiated in the last year. 
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Property, plant and equipment 
30 June 2012 


Buildings Infrastructure Machinery & Furniture & Computer Motor Heritage Total 

roads equipment equipment equipment vehicles assets 


Carrying vaiues at 30 June 2011 


Cost 24 446 607 17 973 048 1 954 869 1 276 144 726 037 1 408 871 48 000 47 833 576 

Accumulated depreciation (1 665 509) (2 116 976) (930 735) (543 479) (255 783) (728 571) - (6 241 053) 

Accumulated impairment (1 239) - - - - - - (1 239) 



22 779 859 

15 856 072 

1 024 134 

732 665 

470 254 

680 300 

48 000 41 591 284 

Acquisitions 

11 471 772 

2 747 209 

48 975 

99 654 

80 545 

. 

14 448 155 

Newiy identified assets at fair value 

. 

. 

7 652 

11 276 

15 459 

. 

34 387 

Depreciation 

(875 439) 

(1 222 637) 

(212 148) 

(222 029) 

(132 463) 

(126 648) 

(2 791 364) 

Impairment loss 

(7 206) 

(540 760) 

(8 310) 

(2 630) 

(12 894) 

. 

(571 800) 


Carrying vaiue of disposais 

Cost 

Impairment 

Accumulated depreciation 


Carrying vaiues at 30 June 2012 


Cost 

35 918 379 

20 720 257 

2 011 496 

1 387 074 

822 041 

1 408 871 

48 000 

62 316 118 

Accumulated depreciation 

(2 540 948) 

(3 339 613) 

(1 142 883) 

(765 508) 

(388 246) 

(855 219) 

- 

(9 032 417) 

Accumulated impairment 

(8 445) 

(540 760) 

(8 310) 

(2 630) 

(12 894) 

- 

- 

(573 039) 

Carrying vaiues at 30 June 2012 

33 368 986 

16 839 884 

860 303 

618 936 

420 901 

553 652 

48 000 

52 710 662 
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Description Loan Interest 

Number rate 


Lease Liability 

Toyota Financial Services 86110022326 14.336% 

Toyota Financial Services 86110028380 14.321% 

Toyota Financial Services 86110022150 14.283% 

Toyota Financial Services 86112645861 18.500% 


Date 

repayable / 
repaid 

Balance 

30/06/2011 

Received 
during the 
year 

Redeemed / 

written off 
during this 
period 

Balance 

30/06/2012 

01/10/2011 

10 954 

(10 954) 



01/10/2011 

10 007 

(10 007) 

- 

- 

01/10/2011 

8 259 

(8 259) 

- 

- 

01/09/2013 

203 119 

(74 449) 

- 

128 670 


232 338 

(103 668) 

- 

128 670 
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Analysis of Property, plant and equipment 




Cost / Revaluation 




Accumulated depreciation 




Opening 

Balance 

Additions Under Disposals 
Construction 

Closing 

Balance 

Opening 

Balance 

Depreciation Impairment Disposals 
2012 2012 

Closing 

Balance 

Carrying 

Value 

Land 

Developed land 











Buildings 

Buiidings 

Assets under construction - 
buildings 

18 303 745 

6 142 862 

- 

11 831 448 
(359 676) 

- 

30 135 193 

5 783 186 

1 666 748 

875 439 

7 206 

2 549 393 

27 585 800 

5 783 186 


24 446 607 

- 

11 471 772 

- 

35 918 379 

1 666 748 

875 439 

7 206 

2 549 393 

33 368 986 

Infrastructure 

Roads and stormwater 

Assets under construction - 
Roads 

17 850 378 

122 670 

2 679 959 

423 558 
(356 308) 

- 

18 273 936 

2 446 321 

2 116 976 

1 222 637 

540 760 

3 880 373 

14 393 563 

2 446 321 


17 973 048 

2 679 959 

67 250 

- 

20 720 257 

2 116 976 

1 222 637 

540 760 

3 880 373 

16 839 884 

Heritage assets 

48 000 




48 000 



1 763 397 


48 000 

Other assets 

Computer equipment 

Furniture and office equipmeni 
Motor vehicles 

Plant and equipment 

726 037 

1 276 144 

1 408 871 

1 954 869 

96 004 

110 930 

7 652 

48 975 

- 

822 041 

1 387 074 

1 408 871 

2 011 496 

255 783 

543 479 

728 571 

930 735 

132 463 

222 029 

126 648 

212 148 

12 894 

2 630 

8 310 

401 140 

768 138 

855 219 

1 151 193 

420 901 

618 936 

553 652 

860 303 


5 365 921 

214 586 

48 975 

- 

5 629 482 

2 458 568 

693 288 

23 834 

3 175 690 

2 453 792 


47 833 576 

2 894 545 

11 587 997 

- 

62 316 118 

6 242 292 

2 791 364 

571 800 

9 605 456 

52 710 662 

Intangible assets 

Software 

449 016 

75 000 



524 016 

253 177 

90 488 


343 665 

180 351 

Total assets 

48 282 592 

2 969 545 

11 587 997 

- 

62 840 134 

6 495 469 

2 881 852 

571 800 

9 949 121 

52 891 013 
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Segmental Analysis of Property, plant and equipment 

Cost / Revaluation Accumulated depreciation 

Opening Additions Under Transfers Closing Opening Additions Disposals Reassess- Closing Carrying 



Balance 


Construction 


Balance 

Balance 

2012 

2012 

ment Balance 

Value 

Executive & Council 

414 617 

74 189 


4 276 

493 082 

150 225 

73 356 


223 581 

269 501 

Financial Services 

300 917 

20 294 

49 687 

3 578 

374 476 

133 435 

33 827 


167 262 

207 214 

Corporate Services 

25 467 261 

61 621 

10 111 014 

5 406 

35 645 302 

####### 

######## 


5 051 410 

30 593 892 

Technical Services 

21 650 781 

24 367 

4 108 040 

20 071 

25 803 259 

####### 

######## 


4 163 204 

21 640 055 


47 833 576 

180 471 

14 268 741 

33 331 

62 316 119 

- 6 242 291 

3 363 166 

- 

- 9 605 457 

52 710 662 
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2012 2011 



Actual 

Revenue 

Actual 

Expenditure 

Surplus / 
(Deficit) 

Actual 

Revenue 

Actual 

Expenditure 

Surplus / 
(Deficit) 

Executive & Council 
Financial Services 
Corporate Services 
Technical Services 

1 714 173 
26 600 780 
50 828 
16 464 946 

4 677 165 

7 522 814 

9 733 591 

2 988 768 

(2 962 992) 

19 077 966 
(9 682 763) 

13 476 178 

317 526 

4 816 873 
18 178 740 
11 731 812 

1 736 006 

5 356 302 
10 587 148 

8 098 949 

(1 418 480) 
(539 429) 
7 591 592 

3 632 863 


44 830 727 

24 922 338 

19 908 389 

35 044 951 

25 778 405 

9 266 546 
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Actual Versus Budqet (Revenue And Expenditure) 



2012 

Original 

Budget 

Budget 

adjust- 

ments 

Final 

budget 

Actual 

Unauthoriset Variance 
expenditure 

Actual / 
Final 
budget 
(%) 

Actual Explanation of significant Variance 

Original greater than 10% versus Final Budget 

budget 

(%) 

Financial Performance 









Property rates 

754 000 

- 

754 000 

672 420 


(81 580) 

89% 

89% Implementation of the Municipal Property Rates 

Service charges 

- 

- 

- 

- 


- 

- 

- n/a 

Investment revenue 

378 000 

422 000 

800 000 

1 069 947 


269 947 

134% 

283% There were more investment the municipality had, 
hence more interest than expected 

Transfers recognised - operational 

23 349 000 

2 280 000 

25 629 000 

26 154 914 


525 914 

102% 

112% The variance was caused by the fact that there 
unexpected grants which were given to the 
municipality 

Other own revenue 

414 000 

(116 000) 

298 000 

333 211 


35 211 

112% 

80% The municipality was expecting to generate more 
income from hall hire and other related income 
which turn to be less 

Gain on fair valuing assets & 
change in useful life 

- 

- 

- 

- 


- 

- 

- 

Total Revenue (excluding capital 
transfers & contributions 

24 895 000 

2 586 000 

27 481 000 

28 230 492 

- 

749 492 

103% 

113% 

Employee costs 

10 480 000 


10 480 000 

8 055 400 


(2 424 600) 

77% 

77% Employees resigned during the year 

Remuneration of councillors 

2 611 000 

■ 

2 611 000 

2 444 647 


(166 353) 

94% 

94% The over expenditure was 2% on the final budget 
due to the increase in number of councillors. 

Debt impairment 

Depreciation & asset impairment 

" 

2 349 000 

2 349 000 

3 453 654 

(1 104 654) 

1 104 654 

147% 

- The municipality did not budget for bad debt 

- provision and depreciation 

Finance charges 

- 

32 000 

32 000 

- 


(32 000) 

0% 

- The municipality did not budgeted for finance 
charges 

Repairs and Maintenance 

761 000 


761 000 

288 023 


(472 977) 

38% 

38% Certain expenditure budgeted for where it is not 
possible to anticipate the actual figure which 
resulted in the budget being under spent. 

Other expenditure 

11 407 000 

(2 103 000) 

10 065 000 

10 680 614 

(615 614) 

615 614 

106% 

94% Certain expenditure budgeted for where it is not 
possible to anticipate the actual figure which 
resulted in the budget being underspent. 

Total Expenditure 

25 259 000 

278 000 

26 298 000 

24 922 338 

(1 720 268) 

(1 375 662) 

95% 

99% 

Surplus/(Deficit) 

(364 000) 

2 308 000 

1 183 000 

3 308 154 


2 125 154 

280% 

-909% 
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Annual Financial Statements for the year ended 30 June 2012 

Actual Versus Budqet (Revenue And Expenditure) 

2012 Budget Final Actual Unauthoriset Variance Actual / Actual Explanation of significant Variance 

Original adjust- budget expenditure Final Original greater than 10% versus Final Budget 

Budget ments budget budget 

(%} 


Transfers recognised - capital 18 182 000 (7 057 000) 11125 000 16 482 741 5 357 741 148% 91% The financial year between the MIG office and the 

Municipality is different. They start a new financial 
year in April and start transferring money in our 
account and expect expenditure to start as soon as 
possible. The Municipality who have finalised their 


Contributions recognised - capital & contributed assets 



- 

- 

- 

Surplus/ (Deficit) after capital trar 

17 818 000 


12 308 000 

19 790 895 

7 482 895 

161% 

111% 

Capital expenditure & funds sources 




- 

- 

- 

Transfers recognised - capital 

18 182 000 

(7 057 000) 

11 125 000 

6 083 402 

- (5 041 598) 

55% 

33% Refer to reasons above 

Transfers recognised - capital (from 

397 000 

- 

1 944 000 

305 278 

- (1 638 722) 

16% 

77% Due to not all assets budgeted for being purchased 

Public contributions & donations 

- 

- 

- 

- 

- 

- 

- 

Borrowing 

- 

- 

- 

- 

- 

- 

- 

Internally generated funds 

- 

- 

- 

- 

- 

- 

- 

Total sources of capital funds 

18 579 000 

(7 057 000) 

13 069 000 

6 388 680 

- (6 680 320) 

49% 

34% 
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Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 


Actual versus Budget (Acquisition of Property, plant and equipment) 



Actual 

Under 

Construction 

Total 

Additions 

Budget 

Variance 

Variance 

% 

Explanation of Significant Variances 

Executive & Council 

74 189 

- 

74 189 

60 000 

14 189 

24% 


Financial Services 

20 294 

49 687 

69 981 

54 000 

15 981 

30% 

Assets were classified as financial services in 
fixed asset register, while budget classified it as 
coroorate services 

Corporate Services 

61 621 

10 111 014 

10 172 635 

1 754 000 

8 418 635 

480% 

Assets classified as corporate services in the 
fixed asset register, while where budget under 
Technical services. 

Technical Services 

24 366 

4 141 371 

4 165 737 

11 201 000 

(7 035 263) 

(63%) 



180 470 

14 302 072 

14 482 542 

13 069 000 

1 413 542 

11% 
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Ezinqoleni Municipality 

Annual Financial Statements for the year ended 30 June 2012 


Grants and Subsidies received 

Disclosure of Grants and Subsidies in terms of Section 123 of the Municipal Finance Management Act, 56 of 2003 


Name of Grant 

Jul 

to 

Sep 

Quarterly Receipts 

Oct Jan 

to to 

Dec Mar 

Apr 

to 

Jun 

Total 

Receipts 

Municipal Systems Improvement Grant 

_ 

791 687 

_ 


791 687 

Municipal Infrastructure Grant (MIG) 

5 571 000 

- 

5 690 956 


- 11 261 956 

Financial Management Grant 

1 500 000 

- 



1 500 000 

Town Planning 

- 

- 

- 


- 

Provincialisation of library 

233 340 

- 

- 


233 340 

LED Strategy 

- 

- 

- 


- 

Library Grant - Cyber Cadet 

- 

- 

96 000 


96 000 

Integrated National Electrification Programme 

- 

- 

2 000 000 


2 000 000 

National Lottery Grant 

- 

- 

- 


- 


7 304 340 791687 7 786 956 - 15 882 983 


Quarterly Expenditure 


Name of Grant 

Jul 

to 

Sep 

Oct 

to 

Dec 

Jan 

to 

Mar 

Apr 

to 

Jun 

Total 

Expenditure 

Municipal Systems Improvement Grant 

222 385 

259 095 

458 214 

609 268 

1 548 962 

Municipal Infrastructure Grant (MIG) 

2 054 301 

2 275 035 

1 191 738 

9 022 465 

14 543 539 

Financial Management Grant 

329 839 

189 587 

552 597 

250 547 

1 322 570 

Town Planning 

412 149 

201 510 

513 811 

3 600 602 

4 728 072 

Provincialisation of library 

- 

236 172 

- 

419 

236 591 

LED Strategy 

37 112 

112 819 

126 921 

- 

276 852 

Library Grant - Cyber Cadet 

22 500 

24 079 

22 500 

23 500 

92 579 

Integrated National Electrification Programme 

234 286 

234 842 

473 862 

605 586 

1 548 576 

National Lottery Grant 

188 306 

- 

- 

- 

188 306 


3 312 572 

3 533 139 

3 339 643 

14 112 387 

24 486 047 
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Ezinqoleni Municipality 

Annual Financial Statements for tfie year ended 30 June 2012 

Grants and Subsidies received 

Disclosure of Grants and Subsidies in terms of Section 123 of the Municipal Finance Management Act, 56 of 2003 


Name of Grant 

Name of organ 

Unspent portion 

Total 

Total 

Unspent portion 

Grants and 

Reason for 

Complied 

Reason 


of state or municipal 

2010/2011 

Receipts 

Expenditure 

2011/2012 

Subsidies 

delay or 

with 

for 


entity 

financial 



financial 

delayed / 

withholding 

grant 

non- 



statements 



statements 

withheld 

of funds 

conditions?* 

compliance 


Municipal Systems Improvement Gran Trade and Local Govt Affairs 

1 

033 353 

791 687 

1 548 962 

276 078 

No 

N/A 

Yes 

N/A 

Municipal Infrastructure Grant (MIG) 

Trade and Local Govt Affairs 

4 

120 035 

11 261 956 

14 543 539 

838 452 

No 

N/A 

Yes 

N/A 

Financial Management Grant 

National Treasury 


(26 749) 

1 500 000 

1 322 570 

150 681 

No 

N/A 

Yes 

N/A 

Town Planning 

Trade and Local Govt Affairs 

5 

177 900 

- 

4 728 072 

449 828 

No 

N/A 

Yes 

N/A 

Provincialisation of library 

KZN Dept of Art and Culture 


- 

233 340 

236 591 

(3 251) 

No 

N/A 

Yes 

N/A 

LED Strategy 

COGTA 


381 575 

- 

276 852 

104 723 

No 

N/A 

Yes 

N/A 

Library Grant - Cyber Cadet 

KZN Dept of Art and Culture 


69 079 

96 000 

92 579 

72 500 

No 

N/A 

Yes 

N/A 

Integrated National Electrification 
Programme 

Dept of Mineral & Energy 

1 

126 239 

2 000 000 

1 548 576 

1 577 663 

No 

N/A 

Yes 

N/A 

National Lottery Grant 

National Lottery 

1 

214 050 

- 

188 306 

1 025 744 

No 

N/A 

Yes 

N/A 



13 095 483 

15 882 983 

24 486 047 

4 492 419 






*Did your municipality comply with the grant conditions in terms of grant framework in the latest Division of Revenue Act? 
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